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HEALTH OF THE U.S. NONPROFIT SECTOR

Letter from the
President and CEO

Dear IS community:

As we approach the end of 2021, the nonprofit sector
continues to face challenges that became even more
acute in the last year: Higher demands, fewer workers
and volunteers, insufficient funding, and despite it

all, our ongoing mission to build healthy, equitable
communities for all.

As we continue to cope with COVID-19 and everything
it brings - as well as ongoing racial injustice, economic
hardship impacting millions of people, and our
environment at risk - the need for everyone to thrive in
the United States has become sharper.

Since the pandemic began, we now have access to life-
saving vaccines and deeper levels of awareness about
where we must do better. Our sector of changemakers

- at nonprofits, foundations, and corporate giving
programs - is working relentlessly to open more doors
in communities and bolster public policies that support
our efforts to strengthen civil society so we all can
enjoy full, productive lives.

Aiding us in this endeavor is a trove of nonprofit,
government, and academic data. When used to further
the common good, data enables us to engage in deeper
discussions and make better collective decisions for
our sector and the abundant, diverse communities we
take pride in serving.

Independent Sector is pleased to release our second
annual Health of the U.S. Nonprofit Sector report, a
collection of original and aggregated data from multiple
sources to further our collective enterprise. It includes
valuable, original analyses from Independent Sector

of federal data about the nonprofit sector’s economic
impact and demographic composition - both of which
are crucial for us to make greater progress.

This report focuses on four foundational indicators
that help power the more than 1.8 million nonprofits
serving people in our nation: Financial Resources,
Human Capital, Governance and Trust, and

Public Policy and Advocacy.

In the pages that follow, we provide insight, analysis,
and recommendations. Among the highlights:

COVID-19 brought monumental change to
nonprofits, but the experience of individual
organizations varied by subsector and size.

For example, nonprofits serving the arts - vital

for creative expression and connecting people -
suffered disproportionately than other subsectors.

The pandemic caused nonprofit budgets to shrink,
especially for organizations that rely on fees-for-
service. Many nonprofits used reserve funds to stay
open but risked financial stability.

The nonprofit workforce - which initially lost

1.6 million jobs last year —isn’t expected to return
to pre-pandemic levels until July 2022, though
community needs nationwide have grown.

Our sector needs to work toward creating a more
racially diverse and equitable workforce. We
must also support women, who make up a large
percentage of our workforce, and face unique
burdens during the pandemic.
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Our report also spotlights potential and progress,
even in the face of what might seem to be
insurmountable challenges:

Nonprofits still succeeded in contributing to civil
society and our economy during the pandemic
and recession.

Nonprofit gross economic value to the nation
increased last year, even as the U.S. Gross
Domestic Product declined.

Though 40% of nonprofits reported serving fewer
people last year, they still had significant reach

-with 57% of people in the nation saying they
received services from a sector organization.

In terms of advocacy and civic engagement,
nonprofits secured life-saving financial and

programmatic support, protected more than
4 million nonprofit jobs, and helped increase
voter participation.

More people in the U.S. reported they're confident
nonprofits can strengthen our society.

For the first time in years, our sector witnessed
anincrease of people donating - creating an
opportunity to communicate our societal value
to new and returning donors.

How is our sector doing?

To borrow the words of Amir Pasic, the Eugene R.
Tempel Dean of Indiana University’s Lilly School of
Philanthropy, on the topic of philanthropic revenues:
Uneven - inimpact and recovery.

We also want to hear from you. Read the report.
Share your insights about the sector with us: Where
do you think our sector is doing well? Where can we
do better? What are we overlooking? How can we
be more inclusive? And how do we know when we’ve
arrived at our goals?

HEALTH OF THE U.S. NONPROFIT SECTOR

As comprehensive as this report is, given available
information, we identify existing gaps - in overall
and specific data, government release of statistics,
and timeliness for our sector to respond, build, and
support communities.

We also offer recommendations for improvement for
each foundational category - encompassing research,
practice, and policy. They, as well as others in our sector,
can help bring more of us together and support our
efforts for collective action and visibility to strengthen
sector health and the communities we serve.

We do know the reality of when everyone is not thriving
- when structural barriers remain, when policies need
improvement, and when racism continues to negatively
affect communities.

We have much to do to build the nation we, as
changemakers, dream of becoming. What can
galvanize us to greater positive action? It’s that the
everlasting human qualities of resilience, kindness,
and collaborating for collective progress do not fade
easily. They are within our grasp every day, giving all of
us hope and confidence.

The health of our nation is the sum of the richness and
diversity of our members and sectors working together,
elevating dignity, honoring our differences, and building
for the common good. It’s alchemy - when done right.

We welcome your feedback. We also welcome working
with government, academia, and new or existing
partners to generate and secure better, timelier data
to use in service of nonprofits, people, communities,
and our nation. Our moment to thrive is still before us.
Joinus.

Warmly,

@qu, J.

Daniel J. Cardinali
President and CEO
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HEALTH OF THE U.S. NONPROFIT SECTOR

Snapshot: Health of the
U.S. Nonprofit Sector

Qo
@ ECONOMIC VALUE OF SECTOR

Nonprofits made up 5.9% of Gross Domestic Product (GDP) in 2020,

an increase of 0.4 percentage points from 2019.

=

FINANCIAL RESOURCES

In 2020, 40% of nonprofits surveyed reported a loss in total revenue and
4'7% reported serving fewer people by the end of the year.

—(°

¢33 7 HUMAN CAPITAL

It will take the sector 11.4 months to return to its pre-COVID-19 level of
employment, placing full recovery around July 2022.

@ GOVERNANCE AND TRUST

57% of the U.S. public trust nonprofits to do what is right in 2021, a decrease
of 2 percentage points from 2020.

% PUBLIC POLICY AND ADVOCACY

When nonprofits engage voters, they turn out at rates 3 percentage points
higher than comparable voters, with an even larger impact in
underrepresented communities.

Advocacy in 2020 secured notable federal resources that served as financial
lifelines to nonprofits, particularly through the Paycheck Protection Program,
payroll tax credits, and temporary universal charitable deduction.
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Introduction

he U.S. nonprofit sector serves as the civic
T infrastructure of our local communities and

national democracy. In the past year, nonprofits
demonstrated our value as economic drivers,
employers, life-saving service providers, cultural and
social catalysts, educators, and conservationists.
A clear understanding of that “state of health” is
critical for policymakers, donors, and nonprofit leaders
to effectively respond to continuing shifts in nonprofit
operations and environment.

Last year, nonprofits experienced dramatic shocks to
their finances, human capital, and programming. Many
organizations saw drastic declines in fees-for-service,
while others benefited from an increase in donations.
As nonprofits continue to cope with a global pandemic
well into its second year, the extent to which their
resources will keep pace with community needs is
unclear. Policymakers and sector leaders, including
nonprofit executives, staff, volunteers, donors,

board members, and foundations, need a better
understanding of how nonprofits’ recovery and current
capacity vary by subsector, size, geography, and other
factors. The ability to assess trends across all corners
of the sector is fundamental to equipping nonprofits
to continue to meet immediate needs, dismantle
systemic inequities, and rebuild our communities.

Independent Sector’s second annual “Health of the U.S.
Nonprofit Sector” report is an evolving resource that
collects the most current data on the health of the U.S.
nonprofit sector across multiple dimensions in a single,
accessible format. Most information on the health and
well-being of nonprofits is found in single-issue reports,
which makes it difficult to get a complete picture of
overall sector health. This annual review curates a broad
set of measures that is easily accessible and presented
side-by-side, so stakeholders and key decisionmakers
can see a broad view of the state of civil society.

HEALTH OF THE U.S. NONPROFIT SECTOR

“A society decays when its
nstitutions and individuals

lose their vitality.”

- JOHN W. GARDNER, COFOUNDER OF INDEPENDENT SECTOR

While there are many ways to assess the health of a
system as large and complex as the sector, we have

chosen to focus on health indicators in four categories:

Financial Resources, Human Capital, Governance and
Trust, and Public Policy and Advocacy. The first three
categories assess the internal health of nonprofit
institutions, looking across a range of measures of
organizational assets and management practices. The
fourth category, Public Policy and Advocacy, aims to
assess the environment in which nonprofits do their
work and the extent to which they advocate to shape
that environment. For each category, the first section
of the report aims to:

Convey what we know regarding the sector’s health
by way of available data;

Identify what we don’t know and where more
frequent, reliable data is needed;

Establish a set of health indicators that can be
improved upon in future reports;

Shed light on systemic inequities at play in
our sector and increase accountability to the

communities that nonprofits serve; and

Highlight the impacts of COVID-19 on the sector.

FISS
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The report’s second section, unlike other data-
focused reports on sector health, focuses oninitial
actions the sector can take based on existing data
and how we can improve sector health over time. The
2021 report shows there is essential work ahead

for nonprofit leaders to retain new donors, stabilize
nonprofit finances, diversify the nonprofit workforce
and leadership, strengthen public trust, and continue
leveraging advocacy and civic engagement so that
everyone in the United States can thrive. In future
years, we seek to continually improve both the data
inputs and the processes by which we engage sector
leaders in interpreting data.

About the Data Cited

This report includes original research from Independent
Sector, specifically an annual survey on public trust

in nonprofits and analyses of second quarter 2021
government data from the U.S. Bureau of Economic
Analysis and U.S. Census Bureau. All other dataiis
sourced from a wide range of existing research on
nonprofit institutions.

Although numerous variables impact nonprofits’
capacity to advance their missions, this report
primarily focuses on annual, national measures of the
inputs, assets, and activities of nonprofit institutions.
Datais pulled from various research, spanning
academic studies to annual reports produced by
researchers and sector infrastructure organizations.
Where possible, each section includes disaggregated
data across organization size and budget; demographic
data of staff, leadership, and board members; and the
communities served by nonprofits. Disaggregated data
aids our understanding of which groups, communities,
or institutions face the greatest challenges
associated with a given health metric. These groups
should be targeted when advancing solutions to
increase sector health. Unfortunately, disaggregated
data is not available for every indicator due to research
limitations, as well as a lack of consensus on the most
accurate equity measures for nonprofit institutions.
There also is variation in how studies categorize and
cite this type of data (i.e. BIPOC, communities of color,
Latinx, Latino, Hispanic). Because studies may differ in
how they collected and analyzed the data, this report
uses the terms from the original data sources.

HEALTH OF THE U.S. NONPROFIT SECTOR

Not all the data used for this report is available
annually. It includes older data to illustrate where the
sector will need to invest for a timelier understanding
of nonprofit health in the future. Similarly, some data
are from convenience sample surveys (non-probability
data) collected from a population close at hand. This
type of research methodology may result in findings
that are skewed, because it is not clear whether they
represent the full sector. However, looking at findings
from a series of convenience sample surveys can still
provide value if alignment across studies indicates the
direction in which data may be trending. When possible,
the report cites multiple sources of non-probability
datatoillustrate potential trends.

It is important to note that sector impact measures
are not included in the report. This is not an oversight.
Clear, data-driven metrics on the collective impact
of our sector have been a goal of researchers and
practitioners alike for decades. That work - and even
debates about the best way to approach impact
assessment - continues to evolve. Therefore, this
report focuses on the “inputs” that create a healthy
sector capable of achieving long-term impact. It
remains a challenge for the sector to come to a
shared view of impact measures.

In sum, there are large holes in our knowledge of the
sector’s health because there are disparities in the
type, frequency, and quality of data we have available
to measure our health. A goal of this report is to

call out those data gaps and begin a conversation
within the sector and policymakers about how best
to close them. Closing these knowledge gapsis a
long-standing strategic aim of Independent Sector,
and this report will help us advance this goal through
practice and advocacy.
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HEALTH OF THE U.S. NONPROFIT SECTOR

2021 Sector Health

Indicators

cross all four categories of health indicators
A that we have chosen for this report - Financial

Resources, Human Capital, Governance and
Trust, and Public Policy and Advocacy - the overall
health of the sector appears mixed. It is important to
note that, to date, there are no mutually agreed upon
benchmarks for what constitutes good, fair, or poor
“health.” However, we can draw some initial conclusions.

The COVID-19 pandemic significantly impacted all
nonprofits and the communities they serve, but an
individual organization’s experience varied by subsector
and size. The global pandemic devastated the capacity of
many nonprofits. A sizeable portion of the sector showed
anoverall loss in revenue, particularly in organizations
reliant on fees-for-service. Many others were forced to
use reserve funds to make ends mest. The sector also
lost 1.6 million jobs, and it will be nearly a year before we
return to our pre-pandemic workforce capacity.

Despite operating at reduced capacity, nonprofits
continue to demonstrate their ability to shape our
economy and civil society. Significant advocacy in
2020 secured life-saving government support for
nonprofits and the communities they serve and helped
close voter participation gaps. The sector continues
to struggle with issues of board and staff diversity,
particularly with the prospect that nonprofit layoffs
could have disproportionately impacted women and
employees of color.

The pandemic also placed a spotlight on the vital need
for real-time, accurate data about the well-being of the
nonprofit sector serving on the frontlines, especially
during recent economic, public health, racial justice,
and environmental crises. Although the sector made
some strides in the past year to identify new, regular
data sources, we also lost existing sources of critically
important information. Going forward, it is essential
for the sector to work in partnership with government
and academia to identify the most efficient, timely
methods for understanding the state of the nonprofit
sector, ideally on a quarterly basis.

Before delving into indicators examining the collective
health of nonprofits, it would be helpful to first
describe the size and scope of the sector.

1,812,473 nonprofits

were registered with the IRS in 2020, across Section
501(c) status!

Percent of 501(c)(3) public charities
with annual revenues under $100,000.2

In early 2021, percent of Americans
reporting regularly receiving some type
of service from a nonprofit.?
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Types of nonprofits*

501(c)(3) public charities
® 501(c)(3) private foundations
® All other501(c)s*

72%

*There are more than 30 other types of 501(c)
nonprofits in the U.S., including social welfare groups,
business associations, veterans’ organizations, labor
unions, and federal credit unions.

Note: Numbers do not add to 100% due to rounding.

HEALTH OF THE U.S. NONPROFIT SECTOR

Top public charity subject areas, by number of

organizations, 2020°

Religion-related

Human services

Education

Arts, culture and humanities

Health

20%

18%

14%

9%

8%
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Financial
Resources

The financial health of nonprofits,

which often is tied to the state of

the economy, is the most prominent
indicator of nonprofit well-being. As
businesses closed in 2020, nonprofits
and government increased their
contributions to the economy, with
nonprofits’ gross outputs increasing
even as the GDP declined. Sector
leaders, policymakers, and donors sought
information on nonprofit finances in the
past year as a proxy for organization
capacity and to gauge the need for policy
or philanthropic intervention. Overalll
revenue for nonprofits took a significant
hit in 2020, particularly for organizations
reliant on fees-for-service. For the first
time in many years, the number of people
giving increased along with the amount
given. However, the data also showed
the biggest ever difference between
the sector’s giving levels and the
experience of individual organizations,
demonstrating that the rising tide of
giving did not lift all boats. In fact, arts
organizations, small organizations, and
organizations led by Black, Indigenous,
and other people of color (BIPOC)

found financial resilience particularly
challenging last year. Organizations
already struggling with capacity issues
prior to the COVID-19 pandemic may
not have been able to pivot quickly to
new revenue strategies or ramp up
fundraising in 2020, despite being in
subsectors that saw increased giving.

HEALTH OF THE U.S. NONPROFIT SECTOR

U.S. nonprofit economic contribution in 2020¢

$1.2 trillion

Nonprofits as a share of the U.S. Gross Domestic Product in 2020

Nonprofits @ Households Government @ Business

The nonprofit sector’s contribution to
the U.S. economy increased from 4.9%
of GDP in 2000 to 5.5% of GDP in 2009
-a12%rise - and has held relatively
steady around 5.5% since 2009.8

5.9%

7.3%

As a share of the economy, the nonprofit
sector grew by 0.4 percentage points and
government grew by 0.5 percentage points.
Alongside government, nonprofits’ contribution
to the economy plays a significant role as
businesses and households contract.

Change from 2019-2020°

U.S. GDP
-3.9%

Gross value added by nonprofits

+0.1%

All changes from 2019-2020 in this section are real (inflation-adjusted)

O
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Nonprofit gross output

HEALTH OF THE U.S. NONPROFIT SECTOR

Annual change from 2019 to 2020° Q2 change from 2019 to 2021*

All nonprofits v -2.6% v-1.9%
Social service nonprofits A +1.1% v-0.1%
Health v-2.3% v-0.4%
Religion v-1.8% v-3.7%
Recreation v-22.2% v-19.7%
Education v-5.2% v-3.8%
Civic and social v-19.0% v-14.4%
Foundations, grantmaking and giving v-12.1% v-12.4%

FINANCIAL HEALTH

Nonprofits suffered from the disruption of their
programs and funding in 2020:2

57% icr|1e§[r]ezaosed overall expenses
BA%o o
4 4% rogameo sonices
A7 % remictnaven

In 2020, around 40% of nonprofits surveyed

reported an overall loss in total revenue. Of the
organizations that reported losses, they lost an
average of 31% of total revenue and 7% of their
paid staff by the end of the year.13

To weather the pandemic, 40% of nonprofits
surveyed drew from “rainy day” funds and 19%
used loans or increased lines of credit.™

Arts and entertainment organizations are
identified as the most financially vulnerable.®

Before 2020, several studies found disparities

in financial well-being across different types of
organizations, particularly for organizations led by
people of color.

White-led nonprofit budgets were 24% larger than
budgets of organizations led by people of color.1®

Unrestricted assets of organizations led by
people of color were 76% smaller than those led
by whites.?”

1.3% of all philanthropic dollars are granted to
Latinx communities between 1999-2009, while
those same communities now represent 18%
of the U.S. population.®

=
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HEALTH OF THE U.S. NONPROFIT SECTOR

EARNED REVENUES

The 2020 pandemic also disrupted nonprofit services
across the U.S. - leading to arelated decline in
program-related income. Fees-for-service in 2020
declined by 30% for the median organization that
reported fees-for-service in 2019.%°

Declines in fees-for-service were more dramatic
for smaller organizations.

Arts and culture organizations were hardest hit by
declines in fees-for-service, as compared to other
types of organizations.

Nonprofits in the urban core of the largest U.S.
cities and rural areas report experiencing more
declines in fees-for-service than those in smaller
cities and suburban areas.

Receipts of sales of goods and services™*

Nonprofit receipts from sales of goods and
services to households*?°

$954 million

in 2020—a decrease of 9.4% since 2019

Share of nonprofit receipts Annual change from 2019 to 2020 Q2 change from 2019 to 20212
All nonprofits v-9.4% v-5.1%

Social service nonprofits: 6.5% A +2.1% v-1.0%

Health: 78.0% v-9.2% v-3.2%

Religion: 0.7% v-1.8% v-3.4%
Recreation: 1.6% v-33.4% v-38.0%
Education: 10.0% v-5.5% v-5.8%

Civic and social: 0.4% v-40.8% v-41.3%
Foundations, grantmaking and giving: 0.3% v-34.8% v-38.6%

* Nonprofit receipts include charges to households made by nonprofits for health, education, human, and other services. Includes membership dues and fees, but excludes unrelated

sales, secondary sales, and sales to businesses or government.

=
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PHILANTHROPIC REVENUES

According to Amir Pasic, the Eugene R. Tempel Dean of the Indiana University Lilly Family School of Philanthropy,

“In some ways, 2020 is a story of uneven impact and uneven recovery. Many wealthier households were more
insulated from the effects of COVID-19 and the ensuing economic shock, and they may have had greater capacity

to give charitably than households and communities that were disproportionately affected and struggled financially...
Still, for many people and communities, the need remained great throughout the year and beyond.”?*

Charitable giving, adjusted for inflation

2020 $471.4 B A +3.8% over 2019

Charitable giving in 2020 totaled $471.4 billion, an
increase of 3.8% over 2019 (adjusted for inflation).?
Although growth in charitable giving historically tracks
with the economy and income, the S&P 500 (+16.3%)
and personal income (+6.1%) grew at much faster
rates than giving in 2020.%6
Individual giving increased just 1% over 2019, but
if MacKenzie Scott’s gift is not included, individual
giving decreased by nearly 0.8%.%7

Many donors shifted their giving to pandemic-
related causes in 2020, with big gains in “new donor”
acquisition (+53% revenue gain compared to 2019)

The number of donors increased by 1.3% in 2020

compared to 2019.%

The number of households giving to charity has
declined almost 14 percentage points between
2002-2016, particularly among households donating

small and mid-sized gifts.

Growth in the number of donors in 2020 is almost
completely driven by an 11% increase in small
donations between $101 and $500 - higher than the
past five years in this size bracket.3?

The smallest donations (<$100) broke a five-year
trendinlosses, increasing by 0.6%.%°

It is too early to know whether 2020 reversed the
downward trend in the declining numbers of donors,
or whether it will prove to be an anomaly.

Who received (adjusted for inflation, percent change

34
largely offset by big drops in “donor retention” compared to 2019)
(-38% of total revenue gain compared to 2019).28
Share of receipt by nonprofit type Change since 2019
Religion v -0.2%
Who gave (adjusted for inflation, percent change Education & +1.7%
compared to 2019)% Human services s +8.4%
Foundations A 10.8%
Giving by: Change since 2019 Health organizations v -3.0%
Individuals: $324.1 billion A +1.0% Public-society benefit organizations A +14.3%
Foundations: $88.6 billion A #15.6% International affairs v -7.8%
Bequest: $41.2 billion A +9.0% Arts, culture, humanities v -8.6%
Corporations: $16.9 hillion v -7.3% Environment and animal organizations A +10.3%

=
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In 2021, 64% of individual survey respondents
reported donating to a nonprofit organizationin the
past 12 months. This is unchanged from 2020 when
the same percentage reported monetary giving.®®
Gender: Men (66%); Women (61%)
Race: White (62%); Black (69%); Hispanic (69%);
Asian (67%)
Education: Non-college (58%); College (79%)
Income: Household income under $35,000 (55%);
$35,000-$75,000 (65%); above $75,000 (75%)

By cause, winners and losers tracked societal
challenges.
While total giving was up, some cause areas saw
significant gains, while others suffered lost revenue.®
Health and human services showed the most
growth in individual donations to small and mid-sized
organizations, which mirrored the increased demand
for services due to COVID-19 and the groundswell of
response in pursuit of racial justice.’” However, other
research reports giving to health organizations of
all sizes declining, possibly attributed, in part, to the
cancellation of many in-person walks, runs, or other
fundraising events hosted by disease-related health
organizations.®®
Arts and culture showed clear declines in giving and
grants, reflecting lost access to stakeholders due to
stay-at-home orders, social distancing, and reduced
event-based fundraising opportunities.®®

HEALTH OF THE U.S. NONPROFIT SECTOR

Among all philanthropic funding, 23% of dollars were
designated to communities of color. When excluding
high net-worth donors, the proportionis 13%. Of U.S.
COVID-19 philanthropy to specific recipients, 35% of
dollars were designated for communities of color.0

Widening inequality affects smaller nonprofits with

less revenue.**
Even in cause areas that experienced increased
individual giving in 2020, most of that giving focused
on organizations with the greatest fundraising totals.
The typical nonprofit experienced much lower
fundraising results during 2020. Data also showed a
dramatic increase in the percentage of nonprofits that
did not fundraise each month, particularly for smaller
nonprofits.

Stimulus checks and tax policy positively affected
giving, but with different levels of impact.*?
Stimulus payments evoked a clear increase in
donations of $1,200 and $2,400 per person. Although
the total impact of those donations is not significant,
the added funds from the stimulus also may have
driven up other donation amounts.
The impact of the $300 charitable deduction was
less clear in the data. There was a small spike in $300
donations on December 31 above the expected range,
but lower than the increase in $500 gifts.

DATA RECOMMENDATIONS FOR FINANCIAL RESOURCES

The sector needs to create a representative,

e annual survey of nonprofits that includes a
single question of whether government funding
has increased, decreased, or remained the same
in the past year. There is no need to collect
responses specifically for local, state, and federal
levels, because nonprofit respondents may not
know the original source of their government
funding. The need for this data is particularly
acute for 2020 to fully understand how a historic
infusion of federal funding into the sector through
loan programs, giving incentives, and relief funding
helped nonprofits not only survive, but provide
essential services to their communities.

An annual analysis of Form 990 data on
e government grants and contracts would
provide a more accurate measure of government
funding to nonprofits, but the form will need to be
revised to do this type of analysis well.

Annual, nationally representative
e research and analysis of sector finances
disaggregated by organization size, geography, and
leader demographics will help identify important
variations or disparities across nonprofits.

13
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Human
Capital

The charitable sector’s human capital
“resource” contains both the paid and
voluntary workforce. Human capital

data simultaneously demonstrates
nonprofits’ contribution to the economy
as employers, as well as provides an
indication of organizations’ capacity to
fulfill their missions. As policymakers and
community leaders continue to look to
nonprofits to respond and recover from
the pandemic and natural disasters and
address racial disparities, it is important
to know that they are relying on a sector
still struggling to meet significant needs
with fewer people.

Human capital for the nonprofit sector
took a significant hit in 2020, as

many nonprofits were forced to lay

off employees and suspend volunteer
programs. The sector initially lost

1.6 million jobs due to COVID-19. Although
about 1 million jobs came back, experts
estimate the sector will not return to
pre-COVID-19 employment levels until
mid-2022. In the past year, the sector
workforce grew less diverse, possibly due
to layoffs impacting a disproportionate
number of women and employees of color.
Regarding volunteers, it is not surprising
that social distancing likely caused

the number of people volunteering to
decling, but it is promising that those

who continued to volunteer increased

the hours they contributed.

HEALTH OF THE U.S. NONPROFIT SECTOR

PAID WORKERS

Nonprofits compared to overall workforce, June 20214

Includes nonagricultural wage and salary workers, and excludes military, family,

and self-employed workers.
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Change compared
44
Overall workforce to June 2020
Nonprofits =
B 637 v -0.2%
Businesses 80.4% +1.2%
Government
B 13.3% v 0%
Race/ethnicity in the Change compared  Overall
nonprofit workforce* to June 2020 workforce
White 77.7% +0.4% 77.4%
Blaoliz 5 v -0.4% 12.4%
Hispfg.ig% +0.2% 17.9%
Asigrwg/lzlioifio Islander +0.6% 6.9%
A(r;w.(;rj"ian Indian v -0.2% 1.1%
Gender in the nonprofit Change compared  Overall
workforce? to June 2020 workforce
Female B 65.17% v -0.3% 46.8%
Male

35.0% +0.3% 53.2%
Family income from Change compared  Overall
nonprofit employment*’ to June 2020 workforce
Less ﬂa; oi40,000 +2.5% 19.5%
$40,00202—$§Z:,999 v -1.6% 25.4%
$75,ooo—$31:2;299 +1.5% 34.0%
$l50,020:;) 2:1’21 over v -2.3% 21.1%

*Hispanic ethnicity data collected in a question separate from race. As a result, categories add up to over 100%.



Nonprofit employees worked an average of
39 hours each week in June 2021 .48

Average weekly pay comparing June 2020
EML to June 2021 is $1,097.77, a decrease of
—  $69.30%

Nonprofits compared to private workforce
Nonprofits are 10.2% of private workforce and
employed 12.5 million paid workers in 2017.*%0
Nonprofits paid over $670 billion in wages in 2017.5

* Estimates of nonprofit percent of private workforce vary from 6-10%,
depending on data source.

Impact of COVID-19 on nonprofit employment
The nonprofit sector lost 1.6 million jobs in the first
three months of COVID-19 (March -May, 2020).52
As of August 2021, 606,895 jobs remain lost.%®

Estimates show the sector will
not return to its pre-COVID-19
level of employment until around

July 2022°

Estimated nonprofit job losses, August 2021 versus
February 2020, by fieldSs

HEALTH OF THE U.S. NONPROFIT SECTOR

Percent of initial 1.64 million nonprofit job losses
recovered each month, June 2020-August 20215¢

% recovered
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*Reflects BLS adjustments for June and July 2021.

Projected months to full recovery of nonprofit jobs,
by field, based on average job recovery rates from
January through August 2021%”

Months to full recovery

Estimated job losses

Subsector Field August 2021 vs.

February 2020
Educational services -157,060
Social assistance -75,032
Arts, entertainment, and -67.310
recreation ’
Religious grantmaking, civic, -37.385

professional, similar

Health care -221,734*

Total, all nonprofit fields

(including those not listed) ~614,866

* Health care was the only field to see a percent decrease (-1% or aloss of 2,129
jobs) from July to August of 2021.
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*Includes: Construction; Manufacturing; Wholesale trade; Retail trade; Professional
and technical services; Transportation and warehousing; Information; Finance and
insurance; and Accommodation and food services. Totals ~4.4% of total nonprofit
employment.

**Due to an overall loss of jobs over the 2021 estimation period, we cannot
determine time-to-recovery for the health care field.
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NONPROFIT WORKFORCE EQUITY AND DISPARITY

Share of nonprofit employees who think race or
ethnicity has impacted their career advancement>®

Very or slightly negative
@ \Very or slightly positive
® Noimpact

28%

36% Men

of color

Women
of color

Note: Numbers may not add to 100% due to rounding.

49% of nonprofit employees of color feel race had
avery or slightly negative impact on their career
advancement in 2019.%°

The impact of COVID-19 on nonprofit leaders of color,
particularly women of color leaders, is immense.®

HEALTH OF THE U.S. NONPROFIT SECTOR

Share of nonprofit employees who think gender has
impacted their career advancements

Very or slightly negative
® Very or slightly positive
® Noimpact

30%

Men

Women

of color of color

Since nearly three quarters of nonprofit employees
are women, they are likely to have borne the brunt of
sector job loss during COVID-19.52

Women nonprofit CEOs earn 76% of what men
earn.®® Women of color and white women are most
likely to earn less than $50,000 a year and least
likely to earn more than $100,000 a year.®* These
pay disparities impact not only annual income but
contribute to the gender wealth gap.®®

Prior to 2020, racial and gender bias created
overlapping discrimination for women of color.®
Findings show education and training did not
provide equity for women of color to advance
within the sector.®”
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UNDERLYING FACTORS FOR WORKFORCE DISPARITIES

Board composition appears to play a significant
role in both the racial and gender diversity of
nonprofit leaders.

750/ of respondents report that their
O organization’s leadership team is more
than half white.5®

450/ of respondents reported working for

O organizations in which both the board
and senior leadership are less than 256%
people of color. These organizations also
showed the greatest gap between whites
and people of color in terms of their
employee experience.®®

Boards are more likely to hire female leaders if some
of their members are women, but other variables also
impact the likelihood of women being hired.”

Fields in which nonprofits compete against

businesses for employees show greater rates
of gender pay disparity.”*

HEALTH OF THE U.S. NONPROFIT SECTOR

VOLUNTEERS

In 2021, 46% of respondents reported volunteering
for a nonprofit organization at least once in the past
12 months, slightly down from the share who said
the same in 2020 (49%,).72

However, among those who volunteer, the median
time spent volunteering per month increased to five
hours in 2021 from four hours in 2020.72

Nonprofit survey respondents report volunteering
declining by 33% in 2020.74
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DATA RECOMMENDATIONS FOR HUMAN CAPITAL

1 Sector leaders need more up-to-date, real-

e time data of nonprofit employment rates,
disaggregated by level of employment, race, age,
gender, income, geography, and education level. For
2020, the Community Population Survey (CPS) data
from the U.S. Census Bureau showed the nonprofit
sector became whiter and more male. The sector
lacks causal data telling us the extent to which
these changes may be due to layoffs of entry and
mid-level staff that are more likely to be women and
people of color. However, because CPS data also
includes the almost 1 million jobs that the sector
has regained since the start of the pandemic, there
is a question as to why the disparities continue

to exist. The sector would benefit from a better
understanding showing not only the demographic
breakdown of who lost jobs, but also who is

being hired. This information would help nonprofit
leaders better identify not only sector disparities

in reductions in force, but also potential barriers
preventing women or people of color from re-
entering the workforce.

Over the past year, nonprofits and

e policymakers relied on monthly estimated
updates of sector employment to assess the
impact of COVID-19 and the state of nonprofit
capacity. The sector is dependent on the Bureau of
Labor Statistics (BLS) to access accurate, timely
information on nonprofit employment. BLS has
made clear it may be inclined to release dataon a
more regular basis if there is a clear demand, which
likely would be voiced by nonprofit advocates. This
need is more acute in 2021, because the sector
lost the lead researcher responsible for analyzing
sector employment data and filling gaps in BLS
data. The loss of such a singular resource on
nonprofit employment increases the urgency for
BLS to release quarterly updates.

HEALTH OF THE U.S. NONPROFIT SECTOR

A publicly available analysis of nonprofit
e sector compensation and any accompanying
pay gaps is needed to track progress in closing the
gap and holding sector leaders accountable.

American Indian and Alaska Native
e populations frequently are excluded from
regularly reported national data sets, as well as the
sector-specific data included in this report. More
work is needed to measure and understand the
unique experience of American Indians and Alaska
Natives in the U.S. nonprofit sector.

Disaggregated volunteer data across

e nonprofit surveys reveals conflicting trends.
This challenge highlights the need for regular, valid
data on volunteerism rates at both the individual
and institutional levels. Improving methodology of
individual, nonprofit, and AmeriCorps surveys of
volunteer behavior are needed to fully understand
changing trends. The research needs to be
prioritized within AmeriCorps, and Congress
needs to provide sufficient funding to increase
the quality of the research design to consistently
capture a more complete picture of the state of
volunteerism in America.

The sector would benefit from the
e continued inclusion of researchers’
questions about the demographics of nonprofit
boards and executive staff as part of a nationally
representative panel survey of nonprofits.
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Governance
and Trust

Public trust is the currency upon

which nonprofits conduct their

work. The extent to which the public
believes nonprofits lead ethically

and transparently impacts whether
individuals will invest in or utilize
services from nonprofits. It also
impacts the extent to which nonprofits
can legitimately represent and are
accountable to the communities

they serve. As the public observed
nonprofits serving on the frontlines

of the global pandemic and economic
crisis, their trust in nonprofits (and other
institutions) initially increased. By 2021,
that trust bubble burst, despite local
nonprofits visibly responding to their
communities’ public health, economic,
and racial justice needs. Public trust

in nonprofits fell to slightly below
pre-COVID-19 levels, while trust in
philanthropy showed greater declines.

Although data indicates sector
leadership is becoming slightly more
diverse since 2005, composition of
nonprofit executives and boards do not
necessarily reflect the diversity of the
U.S. population or communities served
by nonprofits. In 2019, employees of
color reported organizations with more
diverse leadership demonstrated a
greater commitment to equity. It will be
interesting to observe in future data
the extent to which public pressure on
nonprofits in 2020 led to more action
and meaningful commitments to racial
equity and healthy governance.

HEALTH OF THE U.S. NONPROFIT SECTOR 19

PUBLIC TRUST

Percent of the public

in the United States ;o'iﬁtpse;;‘:tage
that trusts nonprofits .

to do what is right.” 59%in 2020

}Sni] pue adueuisnon

Trust is concentrated among individuals with high incomes
and levels of education.”

Rural Americans and those with lower incomes and
education are more likely to express skepticism about
nonprofits.””

Respondents who are confident in the ability of nonprofits to
strengthen American society.”®

84% 4 +3percentage points over 2020

Respondents who believe the sector is headed in the right direction.”

50% 4 +3 percentage points over 2020

Respondents who trust philanthropic institutions.®°

30% v -6 percentage points from 2020

A high level of trust leads to more giving and volunteering,
but positive engagement with nonprofits also reinforces
trust.®! Specifically, respondents to a 2020 Give.org
survey selected trust most frequently as a very important
aspect of the giving process.®?

The 2021 snapshot of public trust indicates that the
sector may need to fortify the public’s perception to
continue supporting nonprofits’ important roles in their
communities. Research shows nonprofits can strengthen
trust by conveying integrity and clarity of purpose.®®



HEALTH OF THE U.S. NONPROFIT SECTOR

BOARD OF DIRECTORS/LEADERSHIP

Research shows the demographic composition of
board members influences the health and well-being
of staff and equitable pursuit of nonprofit missions.
Including communities served in nonprofit decision-
making also may be an indicator of fair, equitable
governance. According to BoardSource, “blind

spots created by a lack of racial and ethnic diversity
are particularly concerning, as they may result in
strategies and plans that ineffectively address
societal challenges, inequities, or even reinforce
them.”8* Diversity on nonprofit boards still falls short
of reflecting the diversity of the overall United States.

A 2019 survey of foundation and public charity
CEOs and board chairs found diversity in the sector
only improved slightly since 1994 %

Around 2% of executive directors and board
chairs in 2021 identify as transgender, nonbinary/
nonconforming, or other gender.8¢

10% of executive directors and 6% of board chairs
identify as LGBTQ+, and 44% of nonprofits have at
least one board member who identifies as LGBTQ+.8”

Around 9% of executive directors and 6% of

board chairs have a disclosed disability. 34% of
nonprofits have at least one board member who has
a disclosed disability.?®

Over half of nonprofits (55%) in 2021 have at
least one board member under the age of 35, and
around half of nonprofit boards include a member
who receives or has received services from the
organization.®

There has been anincrease in representation of
women in positions of nonprofit leadership since
nationally representative data were collected in
2005. 62% of executive directors identify as women
in 2021, compared to 66 percent of employment in
national employment data on the sector. Around half
of nonprofit board members and board chairs identify

Nonprofits with board members of color®®

2021

as women in 2021, and the median nonprofit board
is over half women. By comparison, nonprofit boards
were an average of 46 percent (and median of 44%)
women in 2005. Only 1% of organizations have no
women on their board in 2021, and 4%0f nonprofits
have all-women boards.”*?

The average nonprofit board in 2021 is between 10-
20 percent people of color,”® which is similar to the
representation of board members of color in 2005,
when the average nonprofit included 14 percent of
board members who were people of color.?*

People of color are less represented in nonprofit
positions of leadership in rural communities. Only 8
percent of rural organizations have leaders of color as
executive directors and board chairs in 2021, and 67
percent have no people of color as board members %

People who identify as Black or African American

are more likely to be represented in positions of
leadership than other people of color, with 8 percent
of executive directors and 11 percent of board
chairs identifying as Black or African American.®®

Data from a 2021 survey shows there has

been growth in people of color representation

on nonprofit boards since 2005, with 70% of
nonprofits having boards with at least one person
of color board member,?” compared to 51% of
nonprofit boards in 2005.%®
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Board composition, 2019%°

HEALTH OF THE U.S. NONPROFIT SECTOR

Race and ethnicity CEO Board members Board chair
White/Caucasian/European 87% 78% 83%
Black/African American/African 5% 10% 6%
Hispanic/Latinx 3% 5% 5%
Asian/Pacific Islander 2% 4% 2%
Multi-Racial/Mu